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THE PROBLEM OF UNEMPLOYMENT TODAY « 

I. A Political and Administrative, not a Theoretical Problem 

UNEMPLOYMENT in the United States presents itself 
today not as a question for theoretical discussion, but 
as a problem for political and administrative action. 
Whether it is a personal or an industrial problem, whether it is 
accidental or inevitable, whether it is preventable or the price 
of progress, whether governmental action is necessary and 
desirable or not, are questions that have been fairly well settled. 
A century of discussion and investigation by economists, gov- 
ernments and social workers has brought a consensus of opinion 
among scientific students as to the essential nature of the prob- 
lem, its causes and effects, the extent to which it is inevitable 
in modern industry, and the general character of the remedies 
that must be applied, both preventative and alleviative. 

The world over, the theoretical analysis of unemployment is 
now practically the same ; and the same theoretical solutions of 
the problem are advanced and advocated. 2 Little origination 

1 For reasons that will appear in the course of this article we define unemployment 
as the inability of able-bodied and willing wage-earners to obtain work on the cus- 
tomary terms and conditions of employment. This definition recognizes the fact that 
millions of workers are hired and dismissed every year, that both voluntary and in- 
voluntary changing of places goes on constantly on a tremendous scale, and that the 
prime problem, therefore, is not why wage-earners quit or are dismissed but why they 
cannot find new places. 

1 Compare Georg Adler, " Arbeitslosigkeit und Arbeitslosenversicherung " in 
Handworterbuch der Staatswissenschaften, third edition, vol. i, pp. 1104-1110; 
Royal Commission on the Poor Laws and Relief of Distress (1909) Majority Report, 
part vi, and Minority Report, part ii, chapters iv and v; New York Commission on 
Employers' Liability and Unemployment, Third Report (191 1 ) pp. 38-53. 
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is now to be expected in the analysis of the problem. In the 
United States everything remains to be done in working out 
practical laws and administrative machinery to put the theoret- 
ically sound remedies into practice. The time for discussion is 
past and the time for action at hand. Says the Minority Report 
of the British Royal Commission on the Poor Laws ; 

We have to report that, in our judgment, it is now administratively 
possible, if it is sincerely wished to do so, to remedy most of the evils 
of unemployment to the same extent, at least, as we have in the past 
century diminished the death rate from fever and lessened the industrial 
slavery of young children. 1 

The Majority Report, judging from the nature of its recom- 
mendations, reaches the same conclusion, though not in so 
many words. And Sidney Webb, who for more than fifteen 
years has given the closest study to unemployment, concludes 
that " the problem is now soluble, theoretically at once, and 
practically as soon as we care to solve it." * 

In this country there is still much deploring of lack of informa- 
tion ; but it comes from people who have failed to master the 
existing data and who seem to think that the mere piling-up of 
innumerable facts and statistics will of itself disclose causes and 
point out remedies. As we shall see, there is enough reliable 
information available which, if properly classified, analyzed and 
interpreted, yields safe generalizations as to the extent and causes 
of unemployment in the United States and the general princi- 
ples that must underlie practical remedies. To a certain ex- 
tent this available information has already been studied by social 
scientists and by governmental bodies, and conclusions have 
been reached that in the main agree with the results found in 
other countries. 

The Third Report of the New York Commission on Employ- 
ers' Liability and Unemployment (1911), the Report of the 
Mayor's Commission on Unemployment of Chicago (1914), 

1 Chapter v, p. 1215. 

* Preface to A Bibliography on Unemployment and the Unemployed, prepared by 
F. Isabel Taylor (1909), P. S. King and Son, London, p. vii. 
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the analysis of the labor market and unemployment made by 
Dr. Hourwich in his book on Immigration and Labor, 1 and the 
individual writings of Professor Henry R. Seager of Columbia 
University, the late Professor Charles R. Henderson of the 
University of Chicago, and others, all reveal a certain unanimity 
in explanation of the nature of the unemployment problem and 
general agreement as to the possible solutions. 2 

The popular cry that something be done to meet the chal- 
lenge of unemployment is but a reflection of the general 
belief that we have had enough of discussion.' All classes of 
people — employers, workers, students, officials and public men 
generally — testified before the United States Commission on 
Industrial Relations that unemployment is one of the most 
fundamental causes of industrial unrest. The Commission 
agreed that some action on the problem must be taken. Presi- 
dent Wilson in his Jackson Day speech at Indianapolis, January, 
1915, stated that he regarded the efforts of the Department 
of Labor to deal with the problem as one of the greatest ac- 
complishments of his administration. The Republican party 
made the widespread unemployment a political issue and main- 
tained that its protection policies offered a remedy. And the 
Progressive party included a demand for unemployment insur- 
ance in its platform. 

The demand for state action grows in volume and in force. Not only 

1 Chapters iv and vi. 

' See also: Report to the Mayor and Aldermen by the Chicago Municipal Markets 
Commission on A Practical Plan for Relieving Destitution and Unemployment in the 
City of Chicago (1914). 

Supplement on Unemployment to the First Annual Report of the California 
Commission on Immigration and Housing (1914). 

First Annual Report of the United States Commission on Industrial Relations (191 5). 

Frances A. Kellor, Out of Work (Putnam, 1915). 

Bulletin No. 109, U. S. Bureau of Labor Statistics. 

American Labor legislation Review, May, 1914, and June, 1915. 

Annals of the American Academy, May, 191 5. 

* This cry is excellently voiced by J. G. Brooks in " The Challenge of Unemploy- 
ment," The Independent, Mar. 15, 1915; Amos Pinchot, "Who is it up to?!' 
Harper's Weekly, and William Hard, "Guilty of Unemployment," Everybody's 
Magazine, March, 191 5. 
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does the right to work supply the Labor party with its most effective 
battle-cry, but each of the orthodox parties claims that its policy will 
lessen the evil. This marks a great change in the attitude both of the 
populace and of the economists. Whereas a generation ago unemploy- 
ment was regarded as the result of economic forces beyond the control 
of the state, today the prevalence of unemployment is attributed to 
defects in the organization of industrial life which it is the business of 
statesmen to rectify. This change is due in part to the decrease in 
that fear of state intervention which was the dominant political creed 
of the last century, but far more to the increased knowledge of the 
nature and extent of unemployment which a more careful study and a 
more accurate analysis has placed at the disposal of reformers. . . . 
The problem which now confronts practical politicians is the choice of 
immediate measures to carry into effect the theoretical reforms which 
all admit to be desirable. 1 

The situation in the United States at present can not be better 
described than by this summary of conditions in Great Britain 
just before the national program of labor exchanges and unem- 
ployment insurance was developed. 

II. Why we have no Practical Political Program 

Although the time for action is thus most ripe, still we do not 
find any comprehensive political and administrative program 
advanced or advocated in this country. There is abundant 
protest against the evils of unemployment. Demand for relief 
grows stronger and becomes more effective. Mayors and 
councils are forced to appoint unemployment committees " to 
do something." Legislatures enact or amend employment-office 
laws and appoint investigating commissions. We have bundle 
days, and much publicity. Money is raised, workshops, em- 
ployment bureaus and " Hotels de Gink " are established. But 
as a result nothing is accomplished beyond a doubtful form of 
charitable relief. No attempts are made to deal with unemploy- 
ment in a complete and systematic way with measures that 
supplement each other and cover the whole ground. Aside 
from the Socialists no political party has an unemployment 

1 Cyril Jackson, Unemployment and Trade Unions, Longmans, Green and Com- 
pany, 1910, pp. 1-2. 
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program, and what is offered by reformers amounts to an 
enumeration of the various schemes that have been tried at 
different times for relieving the unemployed, without attempting 
to sift out those that have proved impracticable or ineffective. 
Instead of a comprehensive program with its parts knit together 
into a consistent plan, we get lists of more or less related rec- 
ommendations presented for adoption by churches, civic bodies, 
employers, trade unions, and public authorities. 1 

The reasons for this lack of practical action looking toward a 
complete solution of the problem are not far to seek. In spite 
of the storm of protest and demand that something be done, 
which sweeps the country with every wave of industrial depres- 
sion, there seems to be an underlying feeling in the minds of 
popular leaders that a real and complete remedy can only be 
accomplished by a change in the industrial order. Uncon- 
sciously the early Socialists' idea that no solution is possible 
under a system of competition and private industry has been 
absorbed by leading political and social reformers. It is be- 
cause the popular cry for action is mixed with this latent feeling 
of despair that no bold and united attempts to grapple with the 
problem are made. 

To understand this feeling we must look to the doctrines of 
the earlier economists who laid the basis for so many of our 
political and social policies. To dispel the idea we must analyze 
their teaching and show, by way of contrast, how modern study 
and investigation have made a solution possible, not indeed im- 
mediately, but just as soon as we care to adopt certain admin- 
istrative measures and they have time to work out their results. 

III. The Early Economists' Ideas of Unemployment 

The early economists of the 19th century, both orthodox 
and radical, agreed essentially in the analysis of unemployment, 
although they approached it from different directions. The 
Classical school looked upon unemployment as an incidental 
phenomenon of the competitive system, and paid little attention 
to it. Since they believed that the free play of competitive in- 

1 Compare Kellor, Out of Work, ch. xiv and appendices. 
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dustry worked out in the long run to the benefit of all classes, 
unemployment, if it was not due to personal faults, appeared to 
them merely as a temporary evil due to " friction," or to sudden 
changes in the industrial organization, which disappeared as 
soon as normal conditions prevailed. It was therefore negli- 
gible, and in any case it was dangerous to meddle with eco- 
nomic laws. The Socialists, on the other hand, laid great stress 
on unemployment as showing the fundamental weakness of the 
competitive system. But they, too, saw no value in studying 
the details of the problem. Unemployment was inevitable 
under competitive industry, and a system which could not 
employ all its labor stood condemned and should be abolished. 
Both schools considered unemployment merely a concomitant 
of the capitalist system, which did not need separate and de- 
tailed study. Their difference lay in the fact that one con- 
sidered the system good while the other considered it bad.' 
To the one unemployment appeared as an incidental evil which 
tended to disappear. To the other it was a fundamental weak- 
ness which must bring the overthrow of the whole industrial 
order. 

Those Classicists who did go into the subject at all either con- 
sidered that the workers were compensated for their idle periods, 
or else they ascribed unemployment to overpopulation. Adam 
Smith taught that the wages in different occupations vary with 
constancy and inconstancy of employment. What the brick- 
layer earns " while he is employed, must not only maintain him 
while he is idle, but make him some compensation for those 
anxious and desponding moments which the thought of so pre- 
carious a situation must sometimes occasion." He compared 
the skill and earnings of bricklayers with those of other wage- 
earners, and concluded that " the high wages of those workmen 
[bricklayers], therefore, are not so much the recompense of 
their skill, as the compensation for the inconstancy of their 
employment." * 

His followers contented themselves with repeating these 

1 Compare Georg Adler, cited above, p. 1 104, and Seasonal Trades, by various 
authors, London, 1912, introduction by Juliet Stuart Poyntr. 
* Wealth of Nations, book i, chapter viii. 
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words, and Nassau Senior added the idea that not only was un- 
employment paid for in higher wages, but the " anxious and 
desponding moments " are more than compensated by the di- 
minution of toil and opportunities of idleness which most people 
prefer to steady, regular labor. Senior had served on a Poor 
Law Commission and had observed the chronic underemploy- 
ment of casual laborers. He, therefore, felt bound to explain 
it, and he ascribed it to personal preference for intermittent la- 
bor. " We believe, after all, that nothing is so much disliked 
as steady, regular labour ; and that the opportunities of idleness 
afforded by an occupation of irregular employment are so much 
more than an equivalent for its anxiety, to reduce the wages of 
such occupations below the common average." * 

Malthus, in his essay on population, laid the foundation for 
the view that unemployment is caused by a surplus of labor 
beyond the country's needs, and this view underlies the 
present popular notions in regard to unemployment, although 
the argument now is exactly the reverse of Malthus's theory. 

Ricardo, too, at first feared over-population. It seemed to 
him that the power of production could not long continue to 
be greater than the power of population. * But in the third 
edition of his work he added his observations on the effects of 
machinery, and concluded that a surplus of labor might result 
from the increased power of production. " The same cause 
which may increase the net revenue of the country may at the 
same time render the population redundant, and deteriorate the 
condition of the labourer." Demand for labor will be in a 
diminishing ratio with the growth of capital. 3 

Thus the doctrine that labor is superfluous because population 
grows faster than production, becomes a doctrine that increased 
productive power creates a surplus of labor. 

In Karl Marx's Capital we find the basis both for the popular 
view of a surplus population and the present-day scientific 

1 Senior, Political Economy, 6th edition, 1872, p. 208. 

1 Principles of Political Economy and Taxation, edited by E. C. K. Gonner, Lon- 
don, 1891, p. 76. 

* Ibid,, chapter xxxi, pp. 379-387. 
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explanation of a labor reserve to meet fluctuations in industry. 
Marx ridiculed the idea that population increased faster than 
the means of life, and turned Malthus's theory around to 
show that it is the accumulation of capital which " constantly 
produces ... a relatively redundant population of labourers, 
i. e., a population of greater extent than suffices for the average 
need of the self-expansion of capital, and therefore a surplus 
population. 1 " 

In analyzing the character and function of the " industrial 
reserve army," Marx really established the modern scientific 
theory of employment, the details of which have been worked 
out by Beveridge, the Webbs, and other scholars. It will 
be noted that Marx scouts the idea of an absolute overgrowth 
of population and holds that the unemployed are only " rela- 
tively supernumerary." He explains that fluctuations of indus- 
try cause only a " transitory production of surplus-population " 
and he clinches his argument by showing that the so-called 
" army of the unemployed " is not an absolute over-supply of 
labor in the sense that it might be removed by a check in the 
growth of population or by sending the surplus out of the 
country. Independently of the size of the population, a reserve 
of unemployed labor is the " necessary condition of existence 
of the capitalist mode of production," a condition that it must 
inevitably create " for the changing needs of the self- 
expansion of capital." " If tomorrow morning labour generally 
were reduced to a rational amount, and proportioned to the 
different sections of the working class according to age and sex, 
the working population to hand would be absolutely insufficient 
for the carrying on of national production on its present scale." * 

Marx analyzed the " different forms of the relative surplus 
population," and showed that 

Every labourer belongs to it during the time when he is only partially 
employed or wholly unemployed. Not taking into account the great 
periodically recurring forms that the changing phases of the industrial 
cycle impress on it, now an acute form during crises, then again in 

1 Vol. i, part vii, cbap. xxv, sec. 344. 
•Vol. i, part vii, chap, xxv, sec. 3. 
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chronic form during dull times — it has always three forms, the floating, 
the latent, the stagnant. 1 

He goes on to describe the different kinds of unemployed 
workers, exactly as we find them today ; and his classification is 
practically the same classification that is made by recent students. 
What he terms the " floating form " of surplus population is 
our army of migratory workers, harvest hands and " hoboes." 
The " latent forms " are the seasonal workers, the labor released 
from blind-alley employments, those displaced by machinery, 
improved processes, speeding-up etc. Finally, his " stagnant 
form " is the army of casual workers and under-employed who 
give us " the lowest sediment of the relative surplus population 
. . . [which] dwells in the sphere of pauperism." 

Despite this essentially modern analysis, it is generally as- 
sumed that Marx believed in an ever-growing army of the 
unemployed which was absolutely superfluous. But in reality 
the present-day authorities accept his explanation, as will appear 
in the next section. The recent studies have merely worked 
out the details that prove Marx's original analysis. We do not 
wonder then at the statement that has been made, that nothing 
has been contributed to the theoretical analysis of the problem 
of unemployment since Marx. 2 

IV. Present-day Analysis of Unemployment 

We cannot, however, entirely agree with the above view, 
because valuable contributions have been made in recent years 
in analyzing specific types of unemployment and discovering 
their causes. Mr. Beveridge's exposition of casual labor is a 
notable examples It is such studies of the details of different 
kinds of unemployment that have established the principles on 
which practical remedies can be based. It is these studies that 
enable us now to present theoretical conclusions on unemploy- 
ment which transfer the problem from the realm of discussion 
to that of political action. 

1 Vol. i, part vii, chap, xxv, sec. 4. 

3 Poyntz, Seasonal Trades, cited above, p. 17. 

3 Unemployment, A Problem of Industry, Longmans, Green & Co. , 1909, chapter v. 
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In the first place, as already indicated, it is generally conceded 
by scientific men that unemployment is not an insoluble prob- 
lem. The idea that life is a great lottery in which some unhappy 
persons draw a blank, as Malthus phrased it, is no longer tena- 
ble. The new doctrine is one of maladjustment. The prevailing 
view is that the distress from want of employment is not beyond 
the control of the state, but is due to defects in industrial organ- 
ization which may be rectified.' 

There are, of course, some more or less permanently un- 
employed people. These are the mentally defective or physically 
incapable or both, the " down-and-outs " who have lost the 
habit of working, and those others who live by their wits, by 
begging or by crime. During the most prosperous times, when 
labor is in great demand, these same people are out of work. 
They are " unemployed " in the same sense that young children, 
the old, the sick, and the crippled are unemployed. No 
amount of work that the industrial system might afford can 
help them. They need charitable relief or hospital or corrective 
treatment. Theirs is not a problem of unemployment, although 
in many cases their condition is the effect of unemployment. 

A second basic conclusion directly connected with the first 
is that the problem is not personal but economic. This trans- 
fer of emphasis from the individual to the industrial organiza- 
tion has made possible real progress in dealing with unemploy- 
ment. Until a few years ago it was " the unemployed," and 
the " problem of the unemployed " which concerned our writers. 
Mr. Beveridge turned the whole trend of discussion away from 
the individual and to " Unemployment — A Problem of Industry," 
as his book, published in 1909, was called. The new view is 
reflected in the general substitution of the word " unemploy- 
ment " in titles of books and articles where formerly " unem- 
ployed" was used. 

" Under the old doctrine which held men accountable per- 
sonally for social cost, little remedial work except that of im- 
proving heredity could be undertaken ; but under the new 

1 Scott Nearing, Social Adjustment, Macmillan, 191 1, p. 341. See also Simon N. 
Patten, New Basis of Civilization, Macmillan, 1907. 
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doctrine, which attributes maladjustment, not to personal deprav- 
ity but to economic causes, the world is filled with opportunities 
for improvement. 1 " " I hold that personal depravity is as 
foreign to any sound theory of hardships of our modern poor 
as witchcraft or demoniacal possession ; that these hardships are 
economic, social, traditional, measurable, manageable." * 

Karl Marx's proposition that there is no absolute overplus of 
labor, but a fluctuating industrial reserve force, which is only 
relatively superfluous, i. e., at certain times and in certain in- 
dustries and places, is another theoretical conclusion which has 
been established in recent years. Population does not increase 
out of all proportion to the ability of a country to maintain it. 3 
The reserve of more than 100,000 seasonal workers in the state 
of New York 4 and almost a million in the nation who are laid 
off by our manufacturing industries every winter and hired again 
in the summer and fall 5 are in no sense a surplus. They are 
necessary to the proper conduct of industry. The vast army 
of migratory and casual laborers which mobilizes in the harvest 
fields of the grain states and the Inland Empire in the summer, 
spreads over the country in railroad and construction camps, 
and winters partly in lumber camps and ice fields, but mostly in 
cheap city lodging-houses, can hardly be said to constitute an 
oversupply of labor beyond the country's needs. It is a reserve 
army that shifts from city to country, from foundry and street 
work to farm, quarry and construction project in response to a 
definite demand. It is no more superfluous than is the reserve 
of funds the law requires banks to keep or the capital that is 
invested in a lighting plant which operates to only half or three- 
quarters of its capacity in the summer and is designed to meet 
the maximum demand that comes only in the winter months. 

Popular terminology has dubbed it " the army of the unem- 
ployed," but considering the needs of our industrial system it is 

1 Nearing, Social Adjustment, p. 341 . 
•Devine, Misery and its Causes, pp. n-12. 

* Beveridge, Unemployment, chapter i. 

* Third Report, New York Commission on Employers' Liability and Unemploy- 
ment, 191 1, p. 39. 

4 Abstract, Thirteenth Census of the U. S. (1910) p. 459. 
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no more unemployed than are firemen who wait in fire-houses 
for the alarm to sound, or the reserve police force ready to 
meet the riot call, or the officers and privates of an army which 
is on a peace footing. Moreover, the personnel of the " army " 
is constantly changing ; practically every wage-earner is in it 
sometime, and its members are more often employed than un- 
employed. Shall we say they do not serve when they only 
stand and wait? 

The doctrine that was substituted for the theory of over- 
population, namely, that labor-saving machinery and improved 
processes create a surplus labor force that has no place in in- 
dustry, has also been exploded by recent scientific study. No 
one denies that particular laborers are thrown into the unem- 
ployed reserve army by industrial invention, but that such dis- 
placed labor cannot be absorbed by the industrial system is 
disproved by the enormous increase in the number of wage- 
earners employed in almost all our industries. From 1900 to 
1 9 10 our population increased twenty-one per cent, but the 
average number of wage-earners who found employment in 
manufacturing and mechanical industries increased forty per 
cent. And although the decade was marked by a marvelous 
development of labor-saving machinery and processes, the 
amount earned by the wage-earners employed increased seventy 
per cent. 1 In mining, agriculture, trade and transportation the 
same expansion and increase in the number of wage-earners 
employed can be seen. 1 If labor were becoming redundant, the 
effect would show itself in lower earnings.' 

It is a matter of common experience that new machines are labor 
displacers. At its introduction an economical device often forces some 
men to seek new occupations, but it never reduces the general demand 
for labor. As progress closes one field of employment it opens others, 
and it has come about that after a century and a quarter of brilliant 
invention and of rapid and general substitution of machine work for 

1 Abstract, Thirteenth Census, pp. 438-439. 

•Thirteenth Census, Population, vol. iv, Occupation Statistics, table 15, pp. 54-56. 

3 Compare S. J. Chapman, Work and Wages — in continuation of Lord Brassey's 
Foreign Work and English Wages, London, Longmans, 1908, pp. 304-384; 
Beveridge, Unemployment, p. 8. 
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handwork, there is no larger proportion of the laboring population in 
idleness now than there was at the beginning of the period.* 

It is even contended that the total amount of unemployment 
and particularly the distress from want of employment has been 
smaller in our generation than in the past. 

Unemployment is, of course, in the United Kingdom, as elsewhere, no 
new thing ; and there is no reason to suppose even that it prevails to 
any greater extent, or in any more extreme form, than throughout the 
past hundred years. . . . Our own impression, indeed, derived 
from wide and prolonged study of all the facts, is that such years of 
acute crisis of 1816, 1841, and 1879, witnessed a considerably larger 
proportion of men out of work, and certainly more widespread desti- 
tution and misery than anything that this generation has suffered. 1 

It is doubtful, too, if the United States has ever had such a 
large proportion of its workers unemployed or such a prolonged 
period of depression as that which followed the panic of 1837. 
But reliable statistics are not available to establish this conten- 
tion conclusively. Sufficient is known, however, to disprove 
the idea that the progress of industry brings a proportionately 
greater problem of unemployment or makes its solution more 
difficult. 

It is true that increase of population, invention of machinery 
and improvements in industrial process and efficiency do make 
the adjustment of the supply of particular forms of labor to 
the demand a most difficult problem — even though they do 
not create an absolutely unusable surplus. But the same inven- 
tions, particularly in the field of transportion and in the pro- 
gressive elimination of skill as a requirement of industry, have 
increased the mobility of labor to a degree unknown one 
hundred years ago, while improved efficiency in the conduct of 
business, scientific management, and the organization of labor 
has brought also improved methods of adjusting labor supply 
to demand. 

No doubt there are parts of the country which are over- 

1 J. B. Clark, Essentials of Economic Theory, Macmillan, 1907, p. 257. 
s S. and B. Webb, The Prevention of Destitution, p. 94. 
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supplied with labor, particularly ports of entry for immigrants, 
and certain occupations, especially unskilled and clerical 
employments, which are overcrowded; but there are other 
parts of the country and other occupations which are capable 
of using more labor than they have. 1 There are times of the 
year when many industries are slack and cannot use all their 
working forces, and there are years, like 1908 and 1914, when 
most industries lay off a large part of their labor; but busy 
seasons and prosperous years absorb the surplus and for a time 
even show a shortage of help. Many state and city employ- 
ment offices have been reporting lack of labor in certain lines 
during the last few months. 3 To adjust these fluctuations, to 
distribute labor more evenly over the country, and in better 
proportions among the occupations, to equalize the amount of 
work among the seasons and the years, is the very essence of 
our problem. 

Finally the conclusion to be drawn from all the recent studies 
of reported unemployment is that the unemployed man is an 
industrial factor, not a parasite upon industry, that the unem- 
ployed at any particular time are but a sample of irregular 
reserves of labor. " It is not true that there exists in all states 
of trade a permanent army of capable unemployed people 
whose personnel over a short period remains comparatively 
unvaried." 3 " The principal factor in maintaining the irreduci- 
ble minimum of unemployment is not the chronic idleness of a 
few but the incessant loss of time, now by some, now by others, 
of a comparatively large body of men, most of whom are more 
often in employment than out of it." 4 This conclusion was 
anticipated by Marx. s And we may quote a report to the 

1 Tbis was the finding of the New York Commission on Employers' Liability and 
Unemployment; and Reports of the New York State Department of Labor and the 
Chicago City Club on Vocational Training testify to the same effect. 

2 In August and September, 1915, the Ohio Public Employment Offices reported a 
general shortage of labor throughout the state. See Monthly Review of the United 
States Bureau of Labor Statistics. 

3 Chapman, Work and Wages, cited above, p. 351. 
* Beveridge, Unemployment, p. 72. 

5 See page 8 above. 
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United States Commission on Industrial Relations which ex- 
presses the same view as a result of a recent study of unem- 
ployment throughout the United States. 

Our whole problem arises, not because we have too many people in 
the country but because demand for labor does not remain at the 
maximum. It fluctuates from day to day, week to week, month to 
month, season to season, and year to year. Sparsely settled states 
have just as acute problems of unemployment as the states with very 
large populations. It is the irregularity of employment and unsteadi- 
ness of income that gives us our problem, not the size of population. 
Instead of a permanent "army of the unemployed " we have shifting, 
intermittently employed reserve labor forces, whose members are 
constantly changing, so that fully half the wage-earners are in the 
reserve for part of the year. Unemployment is a constant and inevit- 
able risk for almost all working people, and not a problem of a perma- 
nent surplus of workers beyond the country's needs. 

If we have an army of the unemployed at all it is a citizen army 
in which practically all serve, and not a standing army, wholly 
detached from industry. 

It must not be assumed from this summary of the nature of 
the unemployment problem as established by recent scientific 
studies that there is no dispute as to the causes of irregularity 
of employment. The disputed points, however, concern ulti- 
mate explanations. Some explain reductions in demand for 
labor by a theory of over-production. Others ascribe it to 
under-consumption — the " fallacy of saving " causes the con- 
sumptive powers of the country to lag behind its productive 
powers.' Still others explain it by competition and by specula- 
tion and over capitalization ; while some advance a theory of 
social psychology, that it is imitation and the mob mind which 
causes general over-confidence in investments at certain times, 
and lack of confidence resulting in depression at other times. 2 

'J. A. Hobson, The Problem of the Unemployed (1896), and The Industrial 
System, Longmans, 1910, chapter xviii. 

' Beveridge, Unemployment, p. 59 ff.; Seligman, Principles of Economics, Long- 
mans, chapter xxix, sec. 198; Pigou, Unemployment, chap, viii; Georg Adler, in 
article in Handworterbuch cited above. 
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" Political Economy in ascribing it [causes of fluctuation] to 
anything from oversaving to sun-spots, has vindicated its oft- 
disputed claim to imagination." 1 

This discussion may be compared to the disputes as to 
whether God or some natural force causes gravitation. Scien- 
tific handling of the problem of unemployment is possible with- 
out accepting any of these explanations, just as the laws of 
physics may be established and used without final conclusions 
as to how the laws came to be. 

Busy and slack seasons, years of prosperity and depression, 
are now accepted as the characteristic course of modern in- 
dustry. 2 Accepting the fluctuating movement as a fact, modern 
students hold that it may be measured, its fluctuations to some 
extent prevented, and its evil effects removed by paying the 
labor reserves during the waiting periods. This is the basis of 
the demand for legislative and administrative action. In the 
words of the New York Commission on Unemployment: "We 
must not go on ignoring a fact of such vital importance. It is 
sufficient for us to know that there is a world-wide movement 
of trade which affects the industries of our state, causing a great 
amount of work during some years and a great amount of idle- 
ness during others." 3 

V. Measures to be Adopted in Solving the Problem 

Not only is there general agreement as to the nature and 
causes of unemployment, but the practical remedies that must 
be applied have also been established by scientific students. It 
is here that modern students, including socialist scholars, part 

1 Poyntz, Seasonal Trades, cited above, p. 3. 

2 Marx described it as " a decennial cycle (interrupted by smaller oscillations) of 
periods of average activity, production at high pressure, crisis, and stagnation." 
Capital, vol. i, p. 694, Kerr Edition. And a bankers' guide, The Financial 
Graphic (1911), explains the movements thus: "Starting with a period of depres- 
sion, this is followed by a period of initiation and activity developing a feeling of con- 
fidence coincidently with what is called good business. This finally reaches its maxi- 
mum and is followed by declining markets ultimately resulting in a period of readjust- 
ment and sometimes panic with subsequent dullness and depression." 

3 Third Report of the New York Commission on Employers' Liability and Unem- 
ployment, p. 43. 
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company with Marx. They differ from him in holding that the 
industrial reserve army is by no means a fatal weakness of the 
capitalist system, and that it may be maintained in decency and 
efficiency out of the profits of industry, just as reserves of 
capital are paid for. 

Moreover, it has been pointed out 1 that a labor reserve 
is necessary to the existence of industry not under private 
industry alone, but that it would be needed under a coopera- 
tive commonwealth as well. Industrial cycles, seasonal fluctua- 
tions, and irregular changes in demand due to the invention 
and discovery of new processes, will occur under any system 
of industry. Mere change of ownership or direction of in- 
dustry will not prevent unemployment. The best that can be 
hoped is that a socialist government would reduce the labor 
reserve to its lowest limits and provide insurance and protection 
against the evils of that unemployment which is inevitable. 
This, however, can also be done under the present system, if the 
economic classes who favor it can make their political power 
felt. And the ablest American socialist writer points out that 
it is increasingly becoming to the interests of employers to con- 
serve their labor resources so that in many countries their leaders 
are advancing programs for preventing unemployment, and for 
providing against it. 2 

What, then, are the remedies for unemployment that must 
be adopted under any system of industry? 

( 1 ) There is almost unanimous agreement that the first step 
toward a solution of the problem of unemployment is the or- 
ganization of a connected network of public employment 
bureaus. 3 The labor market must be organized on a modern 
business basis, to eliminate the waste and unnecessary idleness 
resulting from irregular and ignorant efforts of individuals to 
find work or secure help, to supply more detailed and reliable 

1 S. and B. Webb, The Prevention of Destitution, Longmans, 1912, pp. 154-155. 

1 William English Walling, Progressivism and After, Macmillan, 1914, pp. 74-75. 

'Third Report, New York Commission, p. 66; Mayor's Commission on Unem- 
ployment, Chicago, pp. 8, 102; Resolutions adopted at First National Conference on 
Unemployment, American Labor Legislation Review, May, 1914, p. 353; First 
Annual Report of the United States Commission on Industrial Relations, p. 42 ( 1914). 
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labor-market information than is now available, and to secure a 
proper distribution of labor over the country. 

(2) It is generally agreed also that the entrance to the labor 
market must be controlled. The young and the inexperienced 
must be trained for the existing opportunities in employment, 
and given information and advice before they enter the in- 
dustrial world. The way must be pointed out to children and 
immigrants, in an effort to direct the streams of new labor that 
come from the schools and from foreign lands away from the 
overcrowded, stagnant, and decaying trades, into developing 
industries and promising opportunities. A proportionate dis- 
tribution of labor among the occupations and industries does 
not come automatically, but must be deliberately organized." 

(3) The regularization of the labor market by the saving and 
shifting of necessary public work for periods of depression is 
another remedy advocated by students and popular opinion 
alike. The plan of relief works created primarily for the un- 
employed is universally condemned as having shown itself im- 
practicable and undesirable by experience. But the prosecution 
of necessary public works in times of depression, work which is 
either saved from former prosperous years or is anticipating 
the needs of future years, and is conducted under ordinary 
conditions of employment, discharge and remuneration, is con- 
sidered one of the most effective preventive remedies for unem 
ployment." It is even contended that the total reduction in the 
wage bill caused by an industrial depression might easily be 
offset if not more than three or four per cent of the government 
orders were saved in prosperous years to be spent in dull years. 3 

(4) Decasualizing labor, making employment more steady by 

1 Frank Parsons, Choosing a Vocation, Houghton Mifflin Co., Boston, 1909; 
Meyer Bloomfield, The School and the Start in Life, Bulletin No. 4, 1914, United 
States Bureau of Education; Arthur Greenwood, Juvenile Labor Exchanges and 
After Care, London, P. S. King and Son, 191 1 ; Proceedings of the National Voca- 
tional Guidance Association, United States Bureau of Education, Bulletin No. 14, 
1914. 

'Third Report, New York Commission, p. 68; Report of the Chicago Municipal 
Markets Commission, 1914, pp. 32, 55; Kellor, Out of Work, p. 402, and appendix 
ii; also Beveridge, Pigou, and the Webbs, cited above. 

* S. and B. Webb, Prevention of Destitution, p. 113. 
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centralizing and reducing the necessary labor reserve, as well 
as by positive efforts of employers to regularize employment 
through improvements in methods of hiring and firing, making 
up stock, developing complementary business and reducing 
hours of labor in slack periods, are also generally advocated by 
students of unemployment as well as by scientific managers or 
efficiency engineers. 1 

(5) Finally the obvious conclusion to which all serious investi- 
gations have led, is that some form of insurance must be devised 
to provide against the inevitable unemployment risk. " A re- 
serve of unemployed workers being necessary and inevitable in 
the ordinary course of industrial progress," says the New York 
Commission on Employers' Liability and Unemployment, 
" the most that a comprehensive remedy for unemployment 
can accomplish is to provide against loss and worry to the wage- 
earner in cases of enforced idleness, by affording him a steady 
income regardless of the fluctuations in the amount of his work." * 

It is conceded by practically all students of the problem that 
the complete elimination of unemployment is an impossibility. 
Indeed, the very analysis shows this to be impossible ; for if in- 
dustrial progress proceeds in cycles of prosperity and depres- 
sion, busy and slack seasons, rush periods and slowing up, then 
a reserve of unemployed labor must ever be present to allow 
for the extension of industrial enterprises and for new under- 
takings, to meet the needs of the busiest months and years, and 
to supply the demand for casual workers who are needed not 
steadily but off and on. 3 

1 Beveridge, Unemployment, pp. 201-209; Chicago Municipal Markets Commis- 
sion, p. 38; Pigou, Unemployment, chapter xii; Ida Tarbell, The Golden Rule in 
Business, American Magazine, December, 1914. 

5 Third Report, p. 66; See also, Report of Mayor's Commission on Unemployment, 
Chicago, 1914, p. 87; H. R. Seager, " English Method of Dealing with the Unem- 
ployed," American Labor Legislation Review, May, I9i4,p. 284; Frances A. Kellor, 
Out of Work — a Study of Unemployment (1915) p. 508 and chapter xiii; and Report 
of the Chicago Municipal Markets Commission, pp. 42, 57. 

3 J. B. Clark, Essentials of Economic Theory, p. 452. " In the actual state, which 
is highly dynamic, such a supply of unemployed labor is always at hand, and it is 
neither possible nor normal that it should be altogether absent. The well being of 
workers requires that progress should go on, and it cannot do so without causing 
temporary displacements of laborers." 
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The principle of insurance has been acknowledged by Eng- 
land, France, Norway, Denmark, and by Belgian and German 
cities in subsidizing the out-of-work benefits of trade unions. 
Beveridge * and the Webbs also emphasize the need of insur- 
ance, but the latter sound a note of warning against centering 
too much attention on insurance and overlooking preventive 
measures or considering them as secondary. A program of 
prevention, they hold, may be made much more effective than 
is ordinarily assumed possible, and all insurance schemes must 
be accompanied by machinery for prevention. 2 Unemployment 
insurance without the preventive measures just described would 
be like insuring against sickness and neglecting the well-known 
health measures to prevent disease. 

VI. Conclusion as to Present-Day Problem 
We have, then, a theoretical analysis of unemployment that 
is commonly accepted by scientific students. Demand for 
labor increases as fast if not faster than population, but while 
population grows steadily from year to year, business moves 
forward in waves or cycles. It fluctuates up and down within 
the year and from year to year ; it moves by fits and starts — up 
in one direction, down in another. The net general tendency 
is ever increasing demand for labor, but specifically, individual 
employers fail and their demand is cut off, some businesses are 
losing ground, some trades are decaying, and every now and 
then there is more or less general retrenchment, depression and 
stagnation. 

We have not only this common analysis, but the principles to 
be applied in effecting a solution are also generally agreed upon. 
The problem is not how to reduce the population to diminish- 

1 Unemployment, p. 236: " If the solution of the problem of unemployment means 
that every man should have the certainty of continuous work throughout life, then no 
solution is to be expected, or indeed, desired. If, however, by a solution is meant 
that no man able and willing to work should come to degradation or destitution for 
want of wages, then a solution is, not indeed within sight, but, by no means beyond 
hope. Its direction is certain and its distance not infinite. The demand for labour 
cannot be stereotyped save in a stagnant industry. The supply of labour may be made 
immeasurably more capable of following and waiting for the demand." 

s S. and B. Webb, The Prevention of Destitution, pp. 160, 139. 
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ing needs of industry, or how to increase demand for labor to 
absorb surplus population, but how to secure a more perfect 
adjustment of particular forms of labor to specific demands. 
This is the preventive side, or what has been called " improving 
the capability of the supply of labor to follow the demand." 
And for that inevitable unemployment which comes from the 
necessity of maintaining a labor reserve, the problem is how to 
insure a steady income to the worker during his waiting periods 
and to place the burden of that maintenance where it properly 
belongs. 

Insurance would seem to be a palliative, but in practice it is 
as much a preventive measure as any of the others. Just as 
workmen's compensation stimulated accident prevention and 
gave us our present splendid safety movement, so unemploy- 
ment insurance, by making industry pay for its labor reserves 
will make it profitable for employers to decasualize labor, 
reduce labor reserves and make employment more steady. A 
few far-sighted employers are doing that now. They are sys- 
tematizing methods of hiring and firing, making up stock in 
dull times, developing complementary lines of business, and 
reducing hours of labor in slack periods. But the mass of 
employers will not do this until they are made to pay for their 
unemployment as they pay for their accidents. When this is 
done we may even expect an " employment first " campaign 
among employers. 

In addition to this established theoretical solution, we have 
the outlines of a practical solution recommended by almost all 
students. Labor exchanges to distribute workers properly, 
centralize demand and supply, bring man and job quickly 
together and reduce the labor reserve to its lowest possible 
minimum; vocational guidance and education to control the 
stream of new labor entering industry and distribute it in 
proper proportions among the trades, and remove the over- 
crowding of some and the undersupplying of others ; a govern- 
mental policy of saving and shifting public work, to throw it 
on the market in slack seasons and years of depression, so that 
labor released by private employers might be absorbed and 
employment generally kept steady; and finally, insurance funds 
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or out-of-work benefits to maintain the necessary labor reserves 
in decency and efficiency. 

We come, then, to our original proposition that unemploy- 
ment, as it presents itself to us today, is not a problem for 
theoretical discussion, but a problem for political, legislative, 
and administrative action. Why continue discussion of prob- 
lems that have been theoretically solved, so far as they can be 
solved until the solutions are tested by actual administrative 
experiment? 

In the United States we have become so enamored of discus- 
sion of unemployment that we are loth to give it up. Report 
after report comes forth, books and articles are written, speech 
after speech is made, all reiterating, more or less accurately, 
the same conclusions and the same general recommendations. 
Facts and statistics are piled high, ordinarily without analysis, 
and writers continue to complain of the deplorable lack of 
information. But when the material is classified and the details 
mastered and analyzed, the conclusions are ever the same. 

One reason for this is that it is always interesting to recite 
the experiences of the unemployed, to appeal to the imagina- 
tion with statements about armies of two million or four million 
wage-earners out of work. There is something dramatic about 
a workless army of men trudging the streets and tramping the 
roads vainly in search of work. That the system of industry is 
unable to employ all its workers is such a challenge to society 
that writers and speakers never tire of reiterating it ; the public 
must be interested in a fact of such vital importance. Agitators 
and reformers play upon it. Charity workers make it the basis 
of appeals for funds. Political parties find it effective campaign 
material. If you must get the public ear, here is something 
dramatic and appealing. It is not so interesting to center at- 
tention on practical remedies and details of administration. 

Again, it is easy to say : " Establish labor exchanges, they 
are the ' monuments which serve as pinnacles of observation, 
revealing the shortest cuts between supply and demand.' " But 
it is not so easy, in fact it is a dull and difficult task, to erect 
these monuments so that they will actually stand up and serve 
the whole community as pinnacles of observation. It is a most 
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dramatic cry to demand public work and not charity for the 
unemployed ; but it is quite another thing to get the funds with 
which to prosecute the public work and it is still more difficult 
to conduct it so that it will really be work, and not merely a 
fiction to hide charitable relief. It easy to say that we must 
have vocational education and vocational guidance for the youth 
of the land, but what a task it is to remodel the school system 
to meet the demands of an ever changing industrial life, and 
what a responsibility to assume to direct and place a child in a 
position that involves choosing a career ! 

So we have our economists today continuing the same analysis 
of unemployment, government commissions recommending the 
same remedies, social workers and reformers repeating the same 
facts, picturing the same evils and urging the same reforms. 
And all the while very little of a permanent, constructive, and 
remedial nature is accomplished. Our public employment 
bureaus have in the main been crude and ineffective. Their 
work, until very recently, has been quite primitive and their 
methods unbusinesslike ; their main activity is with the lowest 
grades of unskilled and casual laborers and the statistics they 
publish are often valueless and unreliable. 1 

For a whole century every industrial depression has seen 
scores of experiments with public work for the unemployed, 
yet no systematic policy is established, and invariably the funds 
spent have been merely the cost of maintaining the fiction that 
work and not relief was given, accompanied by the demoraliza- 
tion that usually results from such a policy. 2 

And now the movements for vocational guidance and unem- 
ployment insurance, of more recent origin, threaten to repeat 
the same history. Advocates content themselves with proving 
the theoretical soundness of these propositions, repeating the 
necessity of the measures, and urging in general terms that the 

'C B. Barnes: Report of an Investigation of Public Employment Offices. Pro- 
ceedings of the American Association of Public Employment Offices, Indianapolis 
meeting, 1914. See also "The Movement for Public Labor Exchanges," Journal 
of Political Economy, July, 1915, p. 707, for an account of the recent improvements. 

* Relief Works in the United States, published in the Quarterly Journal 0/ lie In- 
ternational Association on Unemployment, voL 3, no. 1, 1913. 
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government adopt them, with little regard for the administrative 
machinery necessary to insure their success. 

The immediate need in the way of study of the problem of 
unemployment is not causes, effects, or extent, but detailed 
methods of effectively organizing, conducting, and administering 
public employment offices, public work for the unemployed, 
systems of vocational guidance and unemployment insurance, 
and uniting them all into one comprehensive plan for preventing 
unemployment. For the rest, action is needed — intelligent use 
of publicity and manipulation of political situations directed to 
compel the parties to adopt such a program, to enact it as a 
whole or in substantial parts into legislation, and to create the 
essential administrative machinery and the necessary safeguards 
that will insure successful operation, or, at least, trial under 
favorable circumstances. 

Unemployment in the United States today presents itself as 
a problem of preparing a comprehensive program for the pre- 
vention of unemployment, of outlining the laws with the 
essential provisions necessary to establish governmental respon- 
sibility, of devising the administrative machinery, methods and 
policies by which the action of the government may be made 
practical and effective, and thus starting the country toward the 
final solution of the problem. The present paper is intro- 
ductory to such a study. 

W. M. Leiserson. 

Toledo Universitv. 



